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COMMENTSOF iBASISRETAIL, INC.

iBasis Retail, Inc. (“iBasis”), by and through caeh submits these comments in
response to the Federal Communications Commiss{trés‘Commission’s”) August 3,
2011Further Public Noticé seeking comment on various aspects of the prige ca
carriers’ America’s Broadband Connectivity PlaABC Plarf).? These comments focus
on the need to address originating access seragpart of the Commission’s

comprehensive reform of intercarrier compensatieor the reasons set forth below,

! Further Inquiry Into Certain Issues in the UngadrService-Intercarrier Compensation

Transformation ProceedinBublic Notice DA 11-1347 (rel. Aug. 3, 2011)Rturther Public Notic#).

2 Letter from Robert W. Quinn Jr., AT&T, Steve DawvCenturyLink, Michael Skrivan, FairPoint,
Kathleen Q. Abernathy, Frontier, Kathleen Grillegrizon and Michael D. Rhoda, Windstream, to Marlene
H. Dortch, FCC, WD Docket No. 10-90 et al. (filedlyd29, 2011) (ABC Plari).



iBasis urges the Commission to eliminate origirgaecess charges following the same
transition period adopted for terminating access.

. The Commission Should Eliminate Originating Access Charges

Originating access rates are of particular conteprepaid calling card providers
like iBasis. As noted in the Prepaid Card Providemments in this proceeding, AT&T
has sued or threatened to sue virtually the eptepaid calling card industry seeking
originating access charges for prepaid calls chuaieer competitive local exchange
carrier (“CLEC”) DID serviceS. For the reasons set forth in those comments, caith
fall within the scope of section 251(b)(5) and tlaws not subject to originating access
charges, and the Prepaid Calling Card Providers tivgg Commission to confirm this
point in this proceeding. The Prepaid Calling Cardviders also emphasized the need
to establish a uniform rule on a going-forward bdsicreate certainty in the industry and
establish a level playing field among all prepaagddcproviders. ThABC Plan however,
goes in the opposite direction. Rather than umifyntercarrier rates, th&BC Plan
would preserve originating access rates at cutesets and retain the disparity between
interstate and intrastate originating access fates.

The ABC Plan’sfailure to address originating access servicesiinmeaningful
way is recognized in theurther Public Notic€ Whereas thABC Planproposes to
phase down all terminating per minute chargesuniform rate of $0.0007 over a five-

year period, originating switched access chargaddumerely be capped at the interstate

3 Comments of Prepaid Card Providers, WC Docket10e90,et al (filed April 18, 2011) at 11-
12.
4 ABC Plan Attachment 1, Framework of the Propos&rémeworK) at 11 (stating that carriers
may not increase interstate or intrastate origigasiccess rates). Only originating intrastate cidi
transport rates would be transitioned to interdtatels over the first two yearsd.

° Further Public Noticeat 13 (noting that while th&BC Planoutline would substantially reform

terminating switched access, it takes a “more édiitapproach to originating access).
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or intrastate rates in effect as of January 1, 20dglicitly preserving disparate intrastate
and interstate ratésMany LEC tariffs impose identical rates for origting and
terminating access and, as reflected the brief Eaofgocal switching rates in the chart
below, those rates diverge significantly for intats and intrastate traffic:

Originating Local Switching Access Rates

Interstate Intrastate
SWBT/Oklahoma $0.002563 $0.008322
Verizon Pennsylvania $0.002406 $0.006212
Windstream lowa $.0.0051620 $0.016610
Qwest Arizona $0.001974 $0.0162%0

By leaving originating switched access chargesintaeABC Planretains the
very type of rate disparity that the Commissionrappately seeks to eliminate and
perpetuates the myriad problems identified by tben@ission. As the Commission
noted in the 2011 NPRM, “[t]he wildly varying andsparate rates within the intercarrier
compensation system create arbitrage opporturatidsntroduce layers of regulatory
complexity and associated costs, which hinder gayment of IP networks:®

Maintaining the current inefficient access regiredriginating traffic preserves the

6 Frameworkat 11.

! SeeSouthwestern Bell Telephone Company, Tariff FCC ®g8).86.9.3(A); Southwestern Bell

Telephone Company d/b/a AT&T Missouri, PSC Mo. R6.Access Services Tariff § 6.11.2 (A).
SeeVerizon Tariff FCC No. 1, § 6.9.2(A); Verizon Payfvania, Inc. PA PUC No. 302,

§ 6.9.3(A).

o SeeWindstream Telephone System, Tariff FCC No. 678 B(A)(1)(b) (Windstream lowa

Communications #1167/lowa North); Windstream lovaarnunications, Inc. lowa No. 2, § 4.6.3 (for

lowa North) (effective January 1, 2011). As ofuany 1, 2012, when the ABC Plan would freeze

originating access rates, Windstream lowa'’s inatasénd office switching rate will be $0.0150800.

10 SeeQwest Corp. Tariff FCC No. 1, § 6.8.2(A)(1); Qwé&xirporation d/b/a CenturyLink QC,

Arizona Price Cap Access Service Tariff, § 6.8.2(A)

1 Connect American Fund: A National Plan for Outufe; Establishing Just and Reasonable Rates

for Local Exchange Carriers; High-Cost Universaivge Support; Developing a Unified Intercarrier

Compensation Regime; Federal-State Joint Boardrowelsal Service; Lifeline and Link-Uotice of

Proposed Rulemaking and Further Notice of Propd®etmaking26 FCC Rcd 4554 (2011)2011

NPRM) at para. 496.



“perverse incentive” to “maintain and invest indey, circuit switch-based, time division
multiplexing (TDM) networks” simply to continue detting access charg&s.

The price cap carriers proffer no justification fogating originating access
service differently than terminating access andt fr@posal runs counter to Commission
precedent. In previous access reform effortsCiemission has treated originating
access and terminating access in the same wayCIBE Access Charge Reform
Order, for example, imposed new benchmarks on bothraatgg and terminating access
and applied the same transition period to BotSimilarly, states that have reformed
intrastate access charges have typically placgihating and terminating access on the
same tracks$?

More recently, the Commission’s 2008 intercarr@mpensation reform

proposals would have eliminated originating acsessices following the same

12 2011 NPRMat para. 506.

13 Reform of Access Charges Imposed by Competitveal Exchange CarrierSeventh Report and
Order and Further Notice Of Proposed Rulemakih§ FCC Rcd 9923, para. 56 (2001CEC Access
Charges OrdeY) (“We will apply the benchmark for both originati and terminating access charges. That
is, it will apply to tariffs for both categories sérvice, including toll-free 8YY traffic, and witlecline
toward the rate of the competing ILEC for each gatg of service.”).

14 As examples, the California Public Utilities Coiseion (“CPUC") adopted a two-step series of
limitations on the intrastate access charges, tagfinating and terminating, charged by CLECs.sFithe
CPUC limited charges to $0.025 per minute, effectipril 1, 2008. Second, the CPUC mandated that
access charges may not exceed the higher of cobipataarges by AT&T or Verizon, plus 10%, effective
January 1, 2009SeeOrder Instituting Rulemaking to Review Policies €aming Intrastate Carrier
Access Charge<€al. Pub. Util. Comm’n. Docket No. R. 03-08-0D&cision No. 07-12-020 (Cal. Pub.
Util. Comm’n rel. Dec. 6, 2007), petition for remizey deniedOrder Instituting Rulemaking to Review
Policies Concerning Intrastate Carrier Access Chegdorder Denying Rehearing of Decision, Cal. Pub.
Util. Comm’n. Docket No. R. 03-08-018,Decision Ni8-02-037 (Cal. Pub. Util. Comm'n rel. Feb. 28,
2008). The Virginia Corporation Commission adopaeublicy that first implemented an interim state
benchmark for all intrastate switched access clsaag8.029 per minute, and upon the expiratiomef t
interim period, prohibited CLEC intrastate acceses from exceeding the higher of the CLEC's inédes
switched access rates or the aggregate intrastigef the ILEC providing service in the same argae
Amendment of Rules Governing the Certification &ejulation of Competitive Local Exchange Carriers,
Final Order, Va. Corp. Comm’n. Case No. PUC-2007-00033, Attaeht A, at 7 (Va. Corp. Comm’n. rel.
Sept. 27, 2007).



transition period proposed for terminating accessises:> The Commission there
correctly concluded that retaining originating aaxeharges in light of the Commission’s
determination to place all traffic within the ambftSection 251(b)(5) would be
inconsistent with the statutory scheme contemplbaetthat provision and the
Commission’s implementing regulatioffs:
We note that, in theocal Competition First Report and Ordehe
Commission observed that Section 251(b)(5) doeswditess charges
payable to a carrier that originates traffic andaoded, therefore, that
such charges were prohibited under that provisfdheAct. Because we
elect to have states set rates under Section Z5),(pursuant to our
methodology, we find that retention of originatiagcess charges would
be inconsistent with that statutory scheme andhew regulatory
approach. Accordingly, we find that originatingacges for all
telecommunications traffic subject to our comprednemintercarrier

compensation framework must be eliminated at timelasion of the
transition to the new reginté.

The ABC Plan by contrast, calls for folding all traffic und8ection 251(b)(5),
but would continue to maintain access chargesrigimating access services. The price
cap carriers argue that “[a]ll traffic currentlylgect to either tariffed access charges or
reciprocal compensation charges falls within Sec#b1(b)(5), because it necessarily
involves a LEC on at least one efftiind calls on the Commission to exercise it's
authority under that section to bring all suchftcahto the Section 251(b)(5) fold.
Despite their recognition that all such traffidgalithin Section 251(b)(5), theBC Plan

inexplicably proposes to maintain access chargegriginating traffic. As the

15 Seelntercarrier Compensation for ISP-Bound Trafflrder on Remand and Further Notice of

Proposed Rulemakin@4 FCC Rcd 6475 (2008)2008 ISP Order and USF/ICC FNPRMat Appendix
A (“Appendix A Propos§), para. 229, and Appendix CAppendix C Proposd), para 224.

16 Appendix A Proposapara. 192Appendix C Proposapara. 224. The Commission’s reciprocal
compensation rules bar a carrier from assessingesdor traffic that originates on its network? @.F.R.
851.703(b) (“A LEC may not assess charges on amgrdelecommunications carrier for
telecommunications traffic that originates on thieQd’s network.”).

1 Appendix A Proposahara. 229Appendix C Proposapara. 224.

18 ABC Plan Attachment 5, Legal Authority White Papat 1.
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Commission recognized in 2008, however, such aotlichy is not legally sustainable.
The Commission should follow the course it setinl#008 and eliminate all originating
access charges, if not immediately, then at theoétite same transition period
established for terminating access.

. Eliminating or Lowering Originating Access Rates Will Lead to Consumer
Benefits

The price cap carriers argue that reducing inteeracompensation to a low,
uniform rate will create substantial consumer besiefThe carriers submit a Consumer
Benefits Paper authored by Professor Hausman, whdudes that setting a default
intercarrier compensation rate for all traffic nearo “would lead to significant gains in
consumer welfare, as well as significant efficiegeyns for the U.S. economy™
Specifically, Professor Hausman finds that a Corsiorspolicy “setting all intercarrier
compensation rates near zero would result in awwoaswelfare gain of approximately
$9 billion per year® Also, “lower rates for all intercarrier comperisatwill lead to
lower prices for consumers, added investment anfdjvation, or both?* These
significant consumer benefits accrue because cotivegtressure on the beneficiaries of
the lower rates will result in a pass through & $lavings to customers.

Professor Hausman repeatedly refers to regulatigypthat reduceasll
intercarrier compensation rates. There is no atha that his analysis is limited to
terminating rates only. There is certainly no oxat® assume that the enormous
consumer benefits identified by Professor Hausmamlavnot be equally applicable to

reductions in the rates for originating accessisesv To the contrary, his key

ABC Plan Attachment 4, Professor Hausman Consumer Beri&dier (Hausman Papéj at 1.
Hausman Papeat 2.
Hausman Papeat 8 (emphasis in original).
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assumption that savings would be passed througbrtsumers in competitive markets
clearly holds for originating access services.

Prepaid calling card providers are a prime examplee prepaid calling card
market is highly competitive and providers reagiass through the savings achieved by
utilizing CLEC DID originating services. These Bays are reflected in the lower rates
for calls using CLEC DID services and the higheéesaapplicable when utilizing 8YY
calling, which is subject to incumbent LEC origingtaccess charges. The elimination
of originating access charges, or a reduction tdwaro as Professor Hausman assumes,
would lead to the widespread availability of lowates and concomitant consumer
benefits.

Moreover, these benefits would accrue to those masted. Prepaid calling
cards are often used by consumers with lower inspparticularly immigrant
populations. Particularly in these very difficaltonomic times, the affordable
alternative provided by prepaid calling cards isaally important to these segments of

the population.



CONCLUSION
For the reasons set forth above, iBasis respegtiugles the Commission to
eliminate originating access services following shene transition time period

established for terminating intercarrier compermsatharges.

Respectfully submitted,

iBasis Retail, Inc.

/sl
By: Michael H. Pryor

Its Attorney

Dow Lohnes, PLLC

1200 New Hampshire Avenue, NW
Suite 800

Washington, DC 20036

(202) 776-2000

August 24, 2011



